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OLITICAL OBSERVERS are predicting that the Con- 
gress to be elected on Nov. 4, like its two predecessors, 
will have Democratic majorities in both houses. Failure 
of the Republican party, which won control of both the 
Executive and Legislative branches in 1952, to retain con- 
trol of House or Senate after 1954, has been attributed in 
part to organized labor’s active role in politics. That view 
is strongly held in business circles. It is largely respon- 
sible for an upsurge of appeals by and to corporation execu- 
tives for greatly increased business participation in prac- 
tical party politics. 


Archie D. Gray, senior vice president of the Gulf Oil 
Corp., recently made such an appeal to that concern’s 161,- 
000 employees, stockholders, and dealers. Gray said in a 
letter printed in the July-August number of the corpora- 
tion’s publication, The Orange Disc: “If we are to survive, 
labor’s political power must now be opposed by a matching 
force, and there is no place in the United States where 
such a force can be generated except among the corpora- 
tions. that make up American business.” Announcing that 
Gulf was planning a program to push its “interest in prac- 
tical politics,’ Gray added: “Whether we want to be there 
or not, Gulf, and every other American corporation is in 
politics, up to its ears in politics, and we must either start 
swimming or drown.” . 


In similar vein, Thomas R.. Reid, director of the Ford 
Motor Co.’s office of civic affairs, urged-business leaders on 
Sept. 15 to discard the notion that: “politics is a dirty 
word” and take the offensive against labor influence at the 
polls: Reid said businessmen were being “outplayed in 
every phase of the political game by well-organized, well- 
financed teams of the giant labor unions.” General Electric 
has been a leader among corporations advocating increased 
business political activity. One of its vice presidents, 
Lemuel R. Boulware, asserted in a speech last May 21 that 
business executives were being “dragged unwillingly into 
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politics by our ideological competitors and intended execu- 
tioners.” He declared that failure of business leaders to 
perform their political duty had led to a dangerous “im- 
balance of power” and to legislative action and inaction 
“contrary to the best interests of all the people.” 


A prominent New York attorney, Theodore R. Iserman, 
charged at the annual meeting of the U.S. Chamber of 
Commerce, April 28, 1958, that “In most states outside the 
South, and in some southern states, the labor politicians 
... Land allied liberal groups]. have taken over the Demo- 
ératic party, body, boots, and breeches, and have captured 
important seyments.of the Republican party.” Two months 
earlier, on Feb. 27, Rep. Ralph W. Gwinn (R-N.Y.), a 
leading advocate of direct political action by corporations 
and business groups, had said: “We cannot rely on political 
parties to stop labor's political power. By their very nature 
they must-court that power. Right now, labor can muster 
more votes on most critical issues than either political 
party.” 


Corporation executives have been pressing the point that 
no important measures opposed by the A.F.L.-C.LO. were 
passed by either the 84th or the 85th Congress. This fact 
has been cited as indicative of the impotence of business 
in polities... Boulware last May asserted that union officials 
had “developed ... what I believe is admitted on all sides 
to be not only the most powerful political organization in 
the country but also the only one really organized and 
effective in influencing the course of both parties.”” The 
effective work of the A.F.L.-C.1.0.’s Committee on Political 
Education has ied to intensive study of its methods by those 
corporations intending to get into polities. 





PoLITICAL EDUCATIONAL ACTIVITIES OF LABOR UNIONS 


The Committee on Political Education, formed when the 
A.F.L..and C.L.O. merged in December:.1955, represented 
an amalgamation of the C.1.0.’s Political Action Committee 
and Labor’s League for Political Education, the comparable 
A.F.L. group.' Cope is the largest and best known of sev- 
eral permanent labor political committees.. Its director, 
James L.-MecDevitt, heads a national staff of around 50 
persons, including eight: area representatives and three 
special field: representatives for minority groups. In addi- 

The P.A.C. was started in 19438, when the War Labor Disputes Act banned use of 


general union funds for political purposes L.L.P.E. was established in 1947 See 
“Labor and Politics.” E.R.R., 1952 Vol. I, pp. 590-592. 
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tion, COPE has state directors in nearly every state, officers 
in every major industrial city, and representatives in many 
local unions. 


The committee’s funds come from two major sources. 
Voluntary gifts from union members support direct polit- 
ical activities which by law cannot be financed from dues 
payments or general union. treasuries. Edueational activi- 
ties are financed from the treasuries of the A.F.L.-C.IO. 
and its international unions. The political expenditures 
consist mainly of- cash contributions to the eampaign funds 
of candidates endorsed by labor.) The ‘total spent for polit- 
ical activities over a-period that took in- the 1956 primary 
and general elections amounted to $670,000 


Cope’s educational activities are of equal or greater im- 
portance. They include voter registration drives and or- 
ganization and, mobilization of Tocal and state units; news 
releases and other publications; posters and exhibits. Most 
of the money allotted to educational activities is spent for 
preparation and distribution of booklets and pamphlets on 
political techniques, potitical issties, and candidate voting 
records. More than ten million copies of the voting records 
of members of Congress, with votes scored as “right” or 
“wrong,” were distributed in 1956. Raymond Moley has 
ealled Copre’s 250-page manual, How to Win, “the most at- 
tractive, wise, and effective textbook on practical polities 
that has appeared in my time.” 4 The committee has the 
central direction, the machinery, and the manpower to 
allocate its funds and apply How to Win techniques in 
states, districts, wards, and precincts where a vigorous 
campaign may spell the difference between victory and 
defeat. Lemuel R. Boulware summed up on May 21 the 
corporation view of organized labor’s educational activities 
at campaign time: 

In ‘addition to direct money contributions, union-supported can- 
didates receive aid from incalculable numbers of free campaign 
workers, union treasuries pay for untold. hours of radio and TV 


2One-half of the voluntary contributions to the political fund go to Washington, 
one-half stay in the state A small amount of the political fund 


money at the 
national level is ustd to pay salaries 


and expenses of personnel directly engaged in 
a political campaign -or in raising funds, or to pay for materials of an incontro- 
vertibly political nature. 


‘This was the amount Core reported spending between Feb. 1 and Dee. 30, 1056 
A Congressional Quarterly analysis of the amount organized labor as ai whole re- 
ported spending for direct political activity in the 1956 campaign put the total at 
$2,020,123; almost the whole sum-was Inid out in behalf of Democratic 
CQ Almanac (1957), p. 201. 


*Raymond Moley, “The Big Roadblock to Conservative Victory,” 
Nov. 30, 1957. : 


candidates 


Human Events, 
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time, paid “organizers” are sent in to do political work, “friends” 


of the candidates insert full-page ads in the local newspapers, 
Wives of zealous union supporters man telephone brigades . 
teen-age sons and daughters undertake baby-sitting chores while 
mothers and fathers go to the polls. Meanwhile, the labor press 
vives full play to the election and to the merits of their particular 
candidates. Special election editions are issued and distributed. 


A total of $718,000 was spent by Cope for educational 
purposes during the year and a half between its establish- 
ment in December 1955 and June 30, 1957, according to 
A.F.L.-C.1.0. annual reports. Management views the pre- 
ponderance of this outlay as political in character and con- 
siders that other large expenditures have a political slant. 
Ilowever, many business executives are quick to admit that, 
on their side, the importance of going after votes at the 
grass roots has been badly neglected. 


EFFORTS TO SPUR BUSINESS ACTIVITY IN POLITICS 

Cautious first steps toward political activity of the sort 
engaged. in by organized labor have been taken by cor- 
porations and business groups, although nothing like a 
“businessman's COPE” is yet on the horizon. Revival of 
company interest in open politicking has consisted so far 
mainly of efforts to educate management personnel in the 
art of politics and aie active participation in party 
work at the neighborhood level. Many corporations have 
instituted seminars in practical politics and made it a cus- 
tom to acquaint executives below the top level with the 
company position on political issues. Corporations active 
in these areas, in varying degrees, include Chrysler, Ford, 
General Dynamics, General Electric, Johnson & Johnson, 
Shell Oil, and U.S. Steel. 


Various private groups have been established to help 
corporations get a political education program under way. 
The Effective Citizens Organization, a non-profit group 
supported by foundations and participating corporations, 
has conducted political workshops on college campuses for 
200 executives representing 140 companies. Public Affairs 





*An estimate by Rep. Gwinn, widely quoted in business speeches and conservative 
publications, places total union expenditures for political purposes at $124 million for 
each congressional elétion Gwinn arrived at this figure as follows: “Total union 
income, per year, is $620 million, exclusive of welfare and pension fund payments 
If we assume that 10 per cent is spent for political purposes . . we would arrive 
at a figure of $62 million ... annually, or a total of $124 million for each bi-annual 
[sic] election of members of the House and Senate.” Gwinn, who is retiring from 
Congress, became president on Sept. 21 of We, the People, a national non-partisan 
organization of conservative voters which advocates repeal of the income tax amend- 


ment, drastic reduction of foreign aid, withdrawal of the federal government from 
the fleld of social welfare, etc 
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Counsellors, Inc., advises companies wishing to launch ap- 
plied citizenship programs. . The Committee on State Sov- 
ereignty recently published a 44-page handbook acknowl- 
edged by its editors to be basically a condensation of CoPE’s 
How to Win. 


The new business emphasis on politics is illustrated by 
a program to-be started next January by the U.S. Chamber 
of Commerce. The Chamber has long urged businessmen, 
around election time, to contribute to the. party of their 
choice, to inform themselves on the issues, and to take 
pains to register and vote.. The new project involves dis- 
tribution of a kit of materials for a series of non-partisan 
political seminars on such topics as how tGé become a ward 
chairman, how to run a precinct meeting, and how to set 
up a neighborhood auxiliary political group. 


Management has generally discounted the possibility that 
the new-found business interest in politics can have much 
effect on the outcome of this year’s elections. But in the 
meantime many corporations are watching with interest a 
unique experiment sponsored by the Manufacturers Associ- 
ation of Syracuse, N. Y. That organization set in motion 
early this year an ambitious program designed to train 
business people in the political facts of life, with special 
emphasis on the local election unit. The heart of the Syra- 
cuse plan is an eleven-week in-plant seminar for 15 to 20 
persons which features group discussions and such outside 
activities as visiting the election committeeman of the par- 
ticipant’s party and ringing neighborhood doorbells to check 
voter registration. Packaged kits, including film slides, re- 
cordings, and other material for 20 seminar attendants, are 
sold to companies’ by the. Manufacturers Association at 
$380 a set. The enthusiastic response:to date—more than 
a score of. companies have taken part—has. virtually assured 
continuation of the project. 





General Electric’s Government Relations Service, set up 
last April, also has attracted wide attention. Its manager, 
Hoyt P. Steele, outlined the company’s approach in a speech 
in Cleveland on June 20. He cited “four kinds of political 
work” considered “essential for the businessman”: (1) 
Understanding of legislative issues and administrative 
practices and “their impact on business and the economic 
system”; (2) improvement of a community’s business 
climate; (3) study of “the workings of our political sys- 
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tem” at every level; (4) “direct: participation in. local 
politics—not as managers but.as citizens, on their own time 
and with their own money.” Steele explained that non- 
partisan political training was to be provided under “a 
variety of teaching plans.” Issues, trends, and voting 
records and attitudes of members of Congress were to be 
carefully researched in order .to make available at any 
time “a background of knowledge for effective work with 
government people.” Employees would be encouraged to 
work for the nomination and election of good candidates 
and to maintain political contacts between campaigns. 


Gulf Oil appears to be the only company actively inter- 
ested -in political education which has ‘said it intends to 
distribute voting’ records outside of its plants. -According 
to- Vice President Gray: “Everything, in fact, that may 
help an individual shareholder, employee or dealer deter- 
mine whether his senators and his congressmen are serving 
him well, little, or not at all... will be distributed by states 
and congressional districts to serve, in each area, as a 
nucleus of fact around which a program: of action can be 
developed.” No other large company or business associa- 
tion has announced plans comparable to the labor technique 
of distributing information about candidates to large num- 
bers of voters. 





Traditional Business Political Practices 





CORPORATIONS have engaged in polities, indirectly, in 
numerous ways. Contributions by business. executives to 
the campaign funds of favored parties or candidates and 
the support of lobbyists and lobby groups have been lead- 
ing methods of attempting to influence legislation. Officers 
of the country’s 225 largest corporations and/or their wives 
reported political contributions aggregating $3.3 million in 
the 1956 general elections; more than 80 per cent of the 
total went into Republican campaign chests.* Politicians 


* This total, based on etudies by the Senate Rules subcommittee on privileges and 
elections, represents only contributions of $500 or mere See CQ Almanac (1957), 
pp. 187-270 Present law does not require reporting of all contributions and ex- 
penditure Reported expenditures by candidates for federal office in the 1 
election totaled just over $23 million. The Institute for Research in Social Science 
of the University of North Carolina put the total cost of nominating and electing 
all public officials in 1952 at $140 million 
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who receive campaign money, along with the solicitors who 
raise it and the contributors who donate it, agree that 
what a contribution buys is generally an intangible some- 
thing called “‘access.”” One scholar has written: “In return 
for his funds a contributor can get, if he seeks it, access to 
the party, legislative, or administrative officials concerned 
with a matter of interest to him.” 7? This may involve an 
appointive position in government; more often the matter 
of interest is commercial. The federal government has be- 
come the: country’s single biggest customer and _ political 
contacts may help to pave the way to government cantracts. 
Similarly, many bills introduced in Congress are of special 
interest to a particular industry; the opportunity to urge 
at the outset or to nip in the bud may be crucial. 


Current advocacy of participation in local politics is in- 
tended to supplement, not replace, the long-time corporation 
stress on political contributions. A chief aim of the present 
movement is to get candidates with business sympathies 
nominated for office. It has been pointed out that “Money 
probably has its greatest impact on the choice of public 
officials in that shadow land of: our politics where it is 
decided who will be a candidate for public nomination and 
who will not.”* Businessmen have come to think lately 
that, while they have devoted considerable time, money, 
and energy to presidential contests and to some of the more 
spectacular Senate battles, they have not paid nearly 
enough attention to ordinary contests for Congress seats. 


Related to the access gained by contributing to cam- 
paigns is the work of thousands of lobby groups maintained 
by business interests. No ground swell in favor of aban- 
doning lobbying is- apparent in the corporation world. 
There is support for the view, however, that executives 
have fooled themselves, or have been fooled. by business 
and trade associations, into thinking that all that-could be 
done was being done. “Business already has thousands of 
organizations” that should be mobilizing grass-roots sup- 
port, Rep. Gwinn has said,® but “they avoid politics.” 

If these organizations continue to rely on resolutions (as to 
what somebody else should do), “educational programs,” publicity, 
going through the motions of lobbying, -conventions, Washington 
representations of all sorts, letter-writing campaigns. to the few 


7 Alexander Heard, Money and Politica (Public Affairs Pamphlet No. ‘242, 1956), 
p. 14. 


§ Ibid., p. 11. 
“In an undated letter distributed by his office. 
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remaining members of Congress who agree with them, or to the 
many members of Congress who never agree, we might as well 
resign ourselves to living under a labor government for a long time. 


Gwinn added that “If only a small portion of the money 
now being spent by and for the many thousands of business 
and industrial associations could be spent precisely as the 
unions spend theirs, in preparing and distributing political 
action material and political ‘know how,’ we might see the 
dawning of a new day.” 


SOLICITING OF VOTERS ON REFERENDUM QUESTIONS 

The effectiveness of direct political: action by business 
associations and corporations will be tested next month in 
ix states where the right-to-work question will appear on 
election’ ballots."°. The only instances in recent years in 
which business groups have shed the non-partisan cloak 
and carried their case vigorously to the voters have con- 
cerned referendum issues rather than contests for office. 
In such campaigns, business has worked hard, and often 
successfully, using some of the same techniques labor em- 
ploys to influence the electorate. 


The executive vice president of the Ohio Chamber of 
Commerce, Herschel C. Atkinson, told a Washington, D.C., 
audience on April 30, 1956, about a campaign he led to 
defeat a 1955 referendum on a proposal to double unem- 
ployment insurance benefits. “In planning our strategy,” 
Atkinson related, “we were forced to search for .. . the 
wpproach that represented the greatest public good.” The 
contention that the benefit increases would harm everyone 
by putting the state at a “competitive disadvantage” in 
efforts to attract new industries was “designed to enlist 
the widest possible alliance’ and to keep the campaign 
from becoming ‘“‘a contest between business and labor.” 


Campaign organizations set up in the 160 local chambers 
of commerce raised and spent $400,000, matching the sum 
disbursed by the unions. Business firms were asked to 
contribute “fifty cents an employee for the state-wide 
propaganda work,” and “Tax counsel informed business 
executives that such corporate expenditures were legal, 
since the outcome would affect the interests and property 
of stockholders.” Top business executives enlisted the sup- 


” California, Colorado, Idaho, -Kansas, Ohio, Washington. A. right-to-work law 
prohibits Inbor-management agreements which require union membership as a condi- 
tion of employment. - See “Right-to-Work Laws,” E.R.R., 1957 Vol. Il, pp. 841-856. 


762 











em 


is Bll A ss 


I eth hey es 


Corporations and Politics 


port of “their senior and junior executive groups.” — By 
such means business succeeded in defeating, by a 7-4 
margin, the proposal which the unions had initiated; union 
spokesmen have frankly conceded that their opponents put 
on a brilliant campaign. 


In at least four of the six states where right-to-work 
laws are to be considered at the polls this year, major 
corporations, in addition to some chambers of commerce 
and manufacturers’ associations, are publicly campaigning 
for voter approval. William -M. Allen, president -of the 
Boeing Airplane Co., took over leadership last June of the 
group which for six months had been collecting signatures 
on petitions to put the question on the ballot in Washington 
State. Within a month, Allen gained the support of 18 
companies and doubled the number. of signatures. Since 
then, the president and other officers of Boeing have been 
extolling right-to-work laws in speeches in Washington 
State and in- Kansas, where ‘the company also has plants 
and where the same question is to be voted on in November. 


Timken Roller Bearing management personnel worked 
strenuously to collect the signatures needed to place the 
issue before the Ohio electorate. _ In California, General 
Electric has been blanketing the state, from Eureka to San 
Diego, with newspaper advertisements urging voters to 
approve right-to-work. Each ad: is pitched to free choice, 
volunteerism, and the importance of an attractive business 
climate and responsible unions. Any preference for candi- 
dates is explicitly disclaimed, although in the gubernatorial 
race the right-to-work proposal has been a major issue from 
the outset, with Sen. William F. Knowland (R.) for and 
State Attorney General Edmund G. Brown (D.) against. 


A few corporations thus have begun to speak out on 
issues confronting voters, but it is noteworthy that the 
great majority still refrain from direct participation in 
political campaigns. Their reluctance to join in may stem 
from fear of invoking recollections of what went on in the 
days when corporations plainly held sway over both of the 
country’s major political parties. 


BIG BUSINESS CORRUPT PRACTICES IN 19TH CENTURY 


After the Civil War, rapid growth in the wealth and 
power of the railroad, banking, steel, oil refining and other 
industries was accompanied by fierce outcries against busi- 


763 





Editorial Research Reports 


ness malpractices. Arthur M.. Schlesinger, Sr., has 
written: “The gains to the public from the improved qual- 
itv and generally lower. prices of commodities were ob- 
secured by the brutal practices of throttling competition, 
corrupting government officials, extorting excessive profits, 
watering stock and curbing labor unions.” |! 


Kdward M. Sait has related that corporations regularly 
corrupted county boards, city councils, and state legisla- 
tures in the competition for franchises and other legal 
privileges. Onee spoils were in hand, corporations were 
likely to cut off payments to the politicians, only to be met 
in return with threats of blackmail. A_ politician might 
pose the threat by introducing a bill to restrict, tax, or 
otherwise put a corporation over the barrel, and then agree 
not to press the measure to passage if cash were: forth- 
coming. Theodore Roosevelt, while Governor of New York 
near the end of the century, found that ten bills designed 
to blackmail corporations were introduced in the state legis- 
lature for every one to favor them which was introduced 
as a result of corruption.” 


Corporations and trusts continued into the present cen- 
tury to seek domination of major elements of both parties 
through corruption and through campaign contributions. 
Standard Oil gave $250,000 to William MeKinley’s presi- 
dential campaign in 1896. When it did the same four years 
later, it was astonished to receive a refund of $50;000 after 
the election. The Democratic campaign of 1904 was largely 
financed by contributions of $450,000 from Thomas Fortune 
Ryan and of $250,000 from Perry Belmont. 


Fulminations against trust-controlled government reached 
their climax at the time a reluctant Congress grudgingly 
began to apply controls to political activity by corpora- 
tions. <A series of articles by David Graham Phillips in 
the Cosmopolitan in 1906 and 1907 (“The Treason of the 
Senate”) came to the startling conclusion that 75 of the 
then 90 senators served the railroads, the Beef and Sugar 
trusts, Standard Oil, and steel interests. The Hepburn Act 
in 1906 prohibited railroads from giving free passes, long 
a favorite source of political influence, except under strict 
limitations. Then, in 1907, after strong urging by Presi- 
dent Roosevelt, Congress for the first time made it unlawful 


‘Arthur M. Schlesinger, The Rise of Modern America (1951). p. 89 
'’ Edward M. Sait, American Parties and Electiona (1942), p. 463 


764 


DAMON A aa 8 FH AO ta = DO 





Corporations and Politics 


for a corporation to make “a money contribution in con- 
nection with any election” involving candidates for federal 
office. The initial corrupt practices act, like all that have 
followed,. contained numerous loopholes. But as business 
monepolies have been .curbed, corporations have become 
extremely wary of taking any open political action that 
might. antagonize the general public. 


Legal Limits of Corporation Activity 


SANCTIONS against political spending: by corporations 
were stiffened in the Federal Corrupt Practices Act of 
1925. That law amended the 1907 statute by dropping 
the word “money” and broadening the word “contribution” 
to include “a gift, subscription, loan, advance, or deposit 
of 2... anything of value.” Political spending by organ- 
ized labor was curtailed for the first time in’ 1943, when 
the Smith-Connally Act applied for the duration of the war 
the same prohibitions to labor organizations that had long 
been operative against corporations. 


The Smith-Connally Act prohibitions were made perma- 
nent, and prohibitions on both labor organizations and cor- 
porations broadened to forbid. political expenditures, by 
the Taft-Hartley Act of 1947. The Federal Corrupt Prac- 
tices Act of 1925, as amended in 1947, is the governing 
law today. Section 610 forbids any corporation or labor 
organization “to make a contribution or expenditure in 
connection with any election” involving candidates for 
Congress or other federal office.'4 


Organized labor immediately began to seek ways of get- 
ting around the 1947 law and of putting its constitution- 
ality to test. Four indictments charging violation of Sec- 
tion 610 have been brought against unions over the past 
decade; none has resulted in conviction. The Supreme 
Court has narrowly construed the broad language of the 
law in the two cases it has decided. The first case! orig- 
inated in an editorial in the C/O News, a weekly publica- 
tion financed out of Members’ dues. The editorial urged 

meee 1 BS 


“National banks and corporations chartered by Congress were prohibited from 
contributing money for state as well as federal campaigns 


“See “Campaign Controla.” E.RR., 1956 Vol. I, pp. 315-332. 
®U.S. v. C.1.0., 335 U.S. 106 (1948). 
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union members to vote for a particular candidate for Con- 
gress in a special election. The government promptly 
charged that the C.1.0. had violated the law by making. an 
“expenditure in connection with” a federal election. A 
federal district court judge, relying on the First Amend- 
ment, sustained a C.1.0. motion to dismiss on the ground 
that. “The statute on its face fails to survive the constitu- 
tional test.” '" The government appealed the ruling to the 
Supreme Court, and although four justices supported the 
opinion of the lower court, a majority steered clear of the 
constitutional issue by holding that the C.J.0. News did 
not come within the scope of the statute. Justice Reed said 
for the majority: 

If [Section 610] were construed to prohibit the publication, by 
corporations and unions in the regular course of conducting their 
affairs, of periodicals advising their’ members, stockholders or 
customers of danger or advantage to their interests from the adop- 
tion of measures, or the election to office of men espousing such 


measures, the gravest doubt would arise in our minds as to its 
constitutionality. 


The Supreme Court was asked to rule on the contro- 
versial statute again last year.'7 The new case was based 
on charges that the United Automobile Workers had spon- 
sored and paid for television broadcasts in Detroit which 
urged election of named candidates for the House and 
Senate. A lower court ruling in favor of the union was 
appealed to the Supreme Court by the Department of Jus- 
tice. Justice Frankfurter on March 11, 1957, delivered 
an opinion which, according to many legal authorities, 
made it harder than ever to convict a union or corporation 
of violating Section 610 of the Corrupt Practices Act.'* 
However, Frankfurter made it plain that if the govern- 
ment could prove, to the satisfaction of a jury, that a 
union had spent member dues, or that a corporation had 
spent stockholders’ funds, with the intention of influencing 
the vote of the general public, a clear violation of the law 
would have occurred and the constitutional issue would 


The district court opinion said in part: “It is plain that Congress by this statu- 
tory provision denounced as unlawful acts which would otherwise be entirely inno- 


cent in nature, and in the exercise of which a labor organization is concededly pro- 
tected under the Bill of Rights.” 


'' In two intervening cases—both involving federal elections and expenditures from 
dues funds—the Justice Department did not appeal lower court decisions against the 
government. Purchase by unions of newspaper advertising space and radio broad- 
cast time and full-time employment of union members and officials in a_ political 
campaign were upheld by lower federal courts as not constituting expenditures 
prohibited by Section 610 of the Corrupt Practices Act. 

*ULS. v. U.A.W., 852 U.S. 567 (1957). The justices who dissented in the 5-3 
decision said that a constitutional issve waa unavoidably present and that the statute, 
as written, was an unconstitutional abridgment of the First Amendment. 
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then have to be decided. The Court remanded the case 
to the district court for trial, and a jury found the union 
not guilty. 


ATTEMPT TO DEFINE ALLOWABLE POLITICAL ACTION 


Attorneys for corporations and business associations, 
after concentrating chief attention during the previous 
decade on what organized business could not do under the 
law, have recently begun to spell out what it can do. The 
American Affairs Institute seems to have led the way with 
preparation early this year of a brief which concluded: 

The federal judiciary, in attempting to avoid an unconstitutional 
application of the statute (Section 610), has so narrowed the 
definition of “expenditures” that’ few, if any, activities usually 
regarded by Jaymen as political are prohibited. In effect, the 

“crime” of political expenditures has been defined as involving (1) 

an expenditure from general funds, with (2) intent to reach. the 

general public, and with (3) intent to influence the general public 
to vote for or against specific candidates or political parties.!9 


The authors of the brief maintained that, for corpor- 
ations, this meant that general funds could lawfully be 
spent to impress upon employees, stockholders, and cus- 
tomers the dangers or advantages in the enactment of 
particular measures or in the election to office of particular 
candidates. This could be done by circulating voting rec- 
ords or public statements of candidates, or by contrasting 
their position on specific issues with that of the corpora- 
tion, through regular company publications. Paid adver- 
tising in newspapers and magazines or purchased time on 
radio or television could also be employed, unless it could 
be established clearly that the company sought to influ- 
ence the general public (not simply employees, stockhold- 
ers, and customers) to vote for or against particular parties 
or candidates. If such intent were established at law, the 
Supreme Court would probably have to rule on the consti- 
tutionality of the statute.?° 


‘James M. Brewbaker and Augustine R. Kelley, ‘“‘Throuch the Looking Glass 
How Business Organizations Can Get Equal Represencation in the United States 
Through Political Action’ (American Affairs Institute, 1958), p. 45. 


“Court cases haye centered largely on the term “expenditure,” not “contribution.” 
It is taken for granted that Section 610 is not unconstitutional to the extent that it 
bars unions and corporations from making direct contributions to campaigns for 
federal office. According to Samuel H. Still of the American Law Division of the 
Legislative Reference Service. Library of Congress (Legal Keatreintsa on Political 
Activities of Corporations: Federal and State Law, Aug. 4, 1958), 
prohibit political contributions by corporations. 
Chamber of Commerce last August (An 


34 states now 
A memorandum issued by the U.S 
Analysia of Lawa Prohibiting Political 
Contributions or Expenditurea by Labor Organizations and Corporations) commented: 
“If the Supreme’ Court ultimately holds the federal prohibition on political activities 


unconstitutional, similar state laws would probably also be held unconstitutional and 
unenforceable.” 
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ACTIVITIES PERMISSIBLE FOR BUSINESS ASSOCIATIONS 

A recent study by the law department of the National 
Association of Manufacturers concluded that business asso- 
ciations, like unions and corporations, were “free to engage 
in many activities which relate to political parties and 
candidates 1vr federal office, even though such activities 
may incidentally affect the results of an election.”?! A 
business association, according to the N.A.M., may publish 
the “position or attitude” of any party, official, or candi- 
date “on any issue in which the association or its members” 
have an interest. It may prepare and distribute voting 
records, information on sources of party or candidate sup- 
port, and “other pertinent data regarding the position of 
particular parties or candidates.” It is entitled also to 
urge businessmen, employers, and stockholders to study 
and evaluate that information and then support or oppose 
particular -parties or candidates in the light of such eval- 
uation. 


All of this information may be disseminated to associa- 
tion members, the N.A.M. asserted, through regular asso- 
ciation publications or special pamphlets, and the associa- 
tion’s “general attitude” toward issues, candidates, or par- 
ties may be made available “to employees of member com- 
panies, to stockholders, or any other interested and affected 
groups.” The N.A.M. study made it plain that advertising 
space in newspapers or radio and television time should 
not be paid for out of general funds “if the purpose is to 
give active support or opposition to particular candidates 
or parties.” But space or time might be so purchased 
if it was used “merely to give association analysis and 
appraisal of candidates, issues, and parties.” 


The study tackled also the question of whether expendi- 
ture of. business association funds for political .activity 
would (1) deprive employer associations of their present 
tax-exempt status or (2) deprive association members of 
the right to deduct dues as an ordinary business expense. 
The memorandum put this question in the “gray area,” 
but suggested that so long as an association engaged 
only in political activities not prohibited by the Corrupt 
Practices Act as interpreted by the federal courts, and 
so long as its political activity remained incidental to 
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2! National Association of Manufacturers, Federal Laws Regulating Political Contri- i 
butions and Expenditures (September 1958). 
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over-all association work, neither association tax exemp- 
tion nor member dues tax deductibility would be lost.2? 





Obstacles to Forceful Political Action 





FEAR of unfavorable reaction by the general public—both 
as voters and as consumers—has probably been the major 
deterrent to overt political activity by any large number 
of ‘corporations. Business leaders are reluctant to risk 
stirring up apprehensions: of “big business running the 
country.” Joseph J. Eley, one of two founders of Public 
Affairs Counsellors, Inc., said on Sept. 10 that “Business 
would get clobbered in the forum of publie opinion if it tried 
to do some of the things labor does.” An official of a 
large steel company recently expressed the view that pub- 
licizing corporation backing of a candidate or issue could 
easily backfire and promote opposition. ‘Our support could 
easily -be a kiss of death,” the official said.** 


Fear of losing sales has led corporations for many years 
to try to avoid public controversy altogether. Competition 
is sharp in most industries, and advertising and public 
relations have come to play an increasingly important part 
in the battle for sales. A prevailing view is that it is foolish 
and unprofitable for a big corporation to risk antagonizing 
buyers by getting’ mixed up in political battles when it 
spends millions every year trying to persuade people to 
buy its. product rather than that of a competitor. 


Some corporations are equally anxious to avoid alienating 
unionized employees. An article in the Wall Street Journal, 
June 26, quoted an executive as saying, “I know of at least 
one -firm that’ hastily scrapped .its [political] program 
merely because a union leader made some faintly -critical 
remarks about it.” While certain business leaders may call 
such conduct cowardly, because the unions have no leg to 


2 Former Internal Revenue Commissioner Russell C. Harrington informed Sen. 
Estes Kefauver (D-Tenn.), Feb: 13, 1958, that expenditures by ‘‘America’s Inde- 
pendent Electric Light and Power Companies” for njagazine advertisements directed 
against public power would no longer constitute allowable inceme tax deductions. 
Harrington had told Kefauver, March 21, 1957, that it was “‘the-consistent practice 
of the Internal Revenue Service . . . not to allow deductions of expenditures where 

. they were incurred primarily for . . . political -purposes."” Kefauver com- 
mented after Harrington's -1958 ruling that the private power companies “can con- 
tinue to propagandize as much as they want in their advertisements—they are merely 
going. to have to pay the bill themselves.” 


* Quoted by Bernard D. Nossiter in Washington Post, Sept. 23, 1958. 
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stand on when objecting to organized political activity, the 
fact remains that many executives prefer not to take the 
chance of arousing labor hostility. 


Possibility of unfavorable shareholder reaction also has 
made corporations hesitant to engage in political activity. 
The fear is that an objecting stockholder might bring a 
civil suit alleging that expenditure of corporation funds for 
political or related purposes was ultra vires, i.e. not within 
the enumerated powers of the corporation as spelled out in 
its charter. Although the expenditure might be justified 
as an outlay benefiting the company,”‘ executives are not 
anxious to become involved in legal strife with shareholders. 
Publicity surrounding a suit involving politics might cost 
the company business. 


DIVERSITY OF POLITICAL AIMS AMONG CORPORATIONS 


Beneath corporation hesitation to get mixed up in politics 
is the desire of every company to earn as much money 
as it can by concentrating on developing and selling the 
best product of its type on the market. This means that 
the typical firm is much more at home competing with its 
rivals than cooperating with them. It means also that 
government measures which might benefit one industry 
might harm another. The political action program of COPE 
blends content and method in a way that business associa- 
tions would find difficult to match. 


Joseph J. Eley, whose work with Public Affairs Coun- 
sellors, Inc., has brought him into contact with the political 
problems of many corporations, said, Sept. 10, that he 
thought it would be impossible for leaders of diversified 
businesses to reach the unanimity needed to undertake 
political action in concert. Business leaders acknowledge 
that labor likewise has often faced internal opposition on 
major issues. But they point out that labor has been able 
to achieve working compromises because disagreements 
between unions have been less consequential. More impor- 
tant, the labor movement has long accepted the para- 
mount importance of collective action. 


Many of the political issues on which virtually all busi- 





* One legal expert was able to find “only one authority (Thompson on Corpora- 
tions, 4th ed., 1927, Vol. 4, 2879) and only one case supporting the ultra vires doc- 
trine (McConnell v. Combination Mining, etc. Co. (1904), 30 Mont. 239, 76 Pac. 
194)" as it relates to a stockholder suit protesting “‘a political contribution or ex- 
penditure by a corporation.”’—Samue! H. Still (Legislative Reference Service, Library 
of Congress), Legal Restraints on Political Activities of Corporations: Federal and 
State Law (Aug. 4, 1958),.p. 9. 
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nessmen think alike, such as reduction of high-bracket 
income taxes to encourage investment; are not. the sort 
on which an extensive vote-getting campaign can be built. 
And observers doubt that there is sufficient agreement on 
issues that would appeal to the mass of voters to push-cor- 
porations into united political action. - 


Leaders of business associations feel that they have to 
tread a fine line between following and leading their con- 
stituents. It is only within recent weeks that the Chamber 
of Commerce and the National Association .of Manufactur- 
ers have ventured to provide, on a non-partisan: basis, aids 
to political action by their members. Corporations still 
have shown no great desire to have the Chamber, the 
N.A.M., or any other group take over the task of trying 
to devise a winning combination of issues and techniques, 
as the labor political action groups have done. 


AVERSION. OF CORPORATION EXECUTIVES TO POLITICS 

The revived corporations-in-politics movement rests on 
the belief that Congress is overweighted with pro-labor 
members, and that this is a major evil which can be reme- 
died only if individual businessmen in large numbers put 
their talents and energy to work in party politics. A recent 
survey of Philadelphia businessmen, conducted by the Uni- 
versity of Pennsylvania and the Committee for Economic 
Development, disclosed that an overwhelming majority of 
those. interviewed considered political activity by business- 
men highly desirable. It was found on further question- 
ing, however, that only a fraction -had been active in party 
politics during the preceding two years, and that only a 
small proportion had any inclination to become active. 
Asked about the effect of participation in politics-on the 
career of a young man in business, only 31 of 124 men 
questioned felt that it would be helpful;-47. thought that 
it would have no effect one way or another; 26 feared that. 
it would hinder a young man’s advancement; and 20 had 
no opinion.®5 


Andrew Hacker, assistant professor of government at 
Cornell, recently completed a study on the effect which 
corporate employment tends to have upon the duties of 
citizenship. He concluded that. growth of the corporation 
“as the characteristic institution of our time”. was weak- 


* Robert F. Lenhart ahd Karl Schriftgiesser. “Management in Politics,” Annals 
of the American Academy of Political and Social Science, September 1958, p. 39. 
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ening “the foundations of the democratic process.” Hacker 
observed that the group to which corporation white collar 
workers belonged “should play the dominant role in poli- 
tics,” but its members actually were doing little more than 
vote “at the great quadrennial elections.” The ordinary 
executive in the middle ranks of management has “none 
of the sense of political commitment which was second 
nature to the middle class of previous generations.” 


Hacker cited among reasons for lack of strong political 
interests the “transiency” that characterizes the life of a 
corporation man (he seldom knows when he will be shifted 
from one place to another) and the fear that political 
participation “might jeopardize his corporate career.” Man- 
agement personnel usually has been able to discover within 
the corporation the sense of service, the challenges, and 
the opportunities needed to satisfy most social and psycho- 
logical needs. Members of the managerial class have be- 
come corporate citizens, and in time “being non-political 
simply becomes an aspect of their personalities.” 26 Huw- 
ever, the current movement by a few corporations to per- 
suade executives to enter politics and speak out for them- 


selves on political issues may point the way to meang of 
surmounting present obstacles to forceful business paftici- 
pation in the processes underlying the conduct of g@vern- 
ment. 


Andrew Hacker, Politica and the Corporation (Fund for the Republic, September 


1958). 








